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SUBJECT: CREDIT EXPANSION APPROVED BY MONETARY COUNCIL 

1. THE NATIONAL MONETARY COUNCIL APPROVED FOLLOWING MEASURES 
FEBRUARY 5 DESIGNED TO INCREASE CREDIT AVAILABILITY: 

A. ADJUSTED UPWARD GLOBAL LIMIT ON CENTRAL BANK REDISCOUNT 
FACILITY WITH COMMERCIAL BANKING SYSTEM. CEILING INCREASED TO 
CRUZEIROS 3.5 BILLION FROM CRUZEIROS 2.2 BILLION. WHILE 

THIS IS A SEASONAL ADJUSTMENT NORMALLY MADE IN FEBRUARY, THIS 
YEAR'S INCREASE WAS CONSIDERABLY HIGHER THAN ADJUSTMENTS MADE 
IN PREVIOUS YEARS. 

B. EXEMPTED THREE PUBLIC CORPORATIONS FROM THE 40 
PERCENT DEPOSIT REQUIREMENT ON FOREIGN BORROWING IN FORM 
FINANCIAL LOANS. THESE FIRMS ARE REPORTEDLY NEGOTIATING LOANS 
FOR TOTAL AMOUNT OF U.S. DOLLARS 93 MILLION. 
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OPENING ACT BY MONETARY AUTHORITIES TO COMBAT IMPACT OF ENERGY 
CRISIS ON BALANCE OF PAYMENTS AND INTERNAL ECONOMY. CHANGE IS 
PARTICULARLY SIGNIFICANT FOR FINANCING EXPORT EXPANSION. UNDER 
CENTRAL BANK REDISCOUNT REGULATIONS, 40 PERCENT OF TOTAL 
COMMERCIAL BANK REDISCOUNT WITH CENTRAL BANK MUST BE IN FORM 
OF REFINANCING LOANS TO PRODUCERS OF MANUFACTURED EXPORTS. 

AN ADDITIONAL 10 PERCENT MUST BE CONNECTED WITH LOANS TO 
EXPORTING FIRMS OF SMALL AND MEDIUM SIZE. THUS, 50 PERCENT OF 
INCREASE IN GLOBAL LIMIT ON REDISCOUNTING, OR CRUZEIROS 650 
MILLION, WILL PROVIDE ADDITIONAL FINANCING FOR EXPORTS. 

3. ON THE EXEMPTION OF THREE PUBLIC CORPORATIONS FROM 40 
PERCENT DEPOSIT, MONETARY AUTHORITIES MAY BE SIGNALLING 
BEGINNING OF POLICY ADVOCATED BY MANY WHICH IS TO TAKE OFF 
DEPOSIT ON SELECTIVE BASIS. IT WOULD BE NATURAL FOR AUTHORITIES 
TO START WITH PUBLIC SECTOR ENTITIES SINCE THEY HAVE BEEN THE 
HARDEST HIT BY CREDIT SQUEEZE OF LAST FEW MONTHS. HOWEVER, WE 
DO NOT EXPECT GENERAL POLICY ANNOUNCEMENT WITH RESPECT 40 
PERCENT DEPOSIT UNTIL AFTER NEW GOVERNMENT INSTALLED ON MARCH 15. 
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